Handy & Harman 1967 Annual Report 
To Shareholders 


The Annual Meeting of 
Shareholders of Handy & Harman 
will be held on April 17, 1968 

at Morgan Guaranty Hall, 

15 Broad Street (28th floor ), 

New York City at 11:00 am. 


Our cover photograph reflects in 
impressionistic values the beauty and 
sophistication of metals. It is composed 
from some of the Handy & Harman 
products you will see in the Pictorial 
Presentation beginning on page 7. 


To Our Shareholders: 


The year 1967 was an outstanding one for our 
company in terms of growth through earnings and 
acquisitions. Consolidated income after taxes for 
the year 1967 for Handy & Harman and subsidi- 
aries amounted to $3,647,000, a new record and an 
increase of 6% over 1966. These earnings, which 
have been restated to reflect acquisitions made 
during the year on a pooling of interest basis, 
were equivalent to $1.84 per share of common 
stock, compared to $1.78 for 1966. Consolidated 
sales for 1967 also set a new record and amounted 


to $182,519,000, compared to $170,926,000 for 1966. 


Profits for 1967 apply to continuing operations 
and are before special charges totaling $184,000 
arising from losses, both from the unprofitable 
operation and from the sale of two small divisions 
of Maryland Specialty Wire, Inc. Under the pool- 
ing of interest concept it is necessary to show the 
retroactive effect of such losses even though the 
sale of both divisions, while made in 1967, had 
been completed prior to our acquiring Maryland. 

Operating expenses, excluding the cost of the 
precious metals we used, increased during 1967 
for two major reasons. First, and most significant, 
were increases in pay rates and fringe benefits; 
and second, were substantially higher interest 
costs due to an increased level of borrowings. The 
increase in borrowings in turn was caused by 
much higher silver prices and by the need to fi- 
nance larger than normal commitments for silver 
because of very uncertain market conditions, and 
because of the curtailment of our usual sources of 
supply by the prolonged strike at most of the 
major non-ferrous metal refineries in the United 
States. 

Every year we have adjustments to income re- 
flecting the cumulative effect of all of the differ- 
ences between cost and market of the precious 
metals we use. These adjustments, which are not 


determinable until year-end, are usually imma- 
terial. However, the addition to income in 1967 
from such adjustments was somewhat larger than 
normal due to the exaggerated effect of sharply 
fluctuating silver prices. 

A five year summary of operations, all on a 
restated basis, is included in the financial section 
of this report. 


Growth Through Diversification 
and Acquisition 


Although precious metals have always been and 
indeed will continue to be the heart of our busi- 
ness, our long range growth plans are designed 
around a program of diversification into other 
specialty metals areas. Our present objective is to 
obtain ultimately at least half of our earnings from 
non-precious metal operations and to do this with 
full emphasis on the continued growth of the 
precious metals part of our business. 

During 1967 we made significant progress to- 
ward this objective through the acquisition of four 
new wholly-owned subsidiaries and two new 
joint ventures. The largest of these was Maryland 
Specialty Wire, Inc., in Cockeysville, Maryland, a 
producer of fine specialty steel wire for industry. 
The transaction included Pennsylvania Wire 
Rope Corporation, a wholly-owned subsidiary of 
Maryland Specialty Wire, which is located in 
Williamsport, Pennsylvania, and manufactures 
specialty wire rope products for uses such as 
emergency brake cables for automobiles and con- 
trol cables for aircraft. Maryland Specialty Wire 
alse has a 50% interest in each of two other com- 
panies. One, Hi-Alloys, Inc., also in Cockeysville, 
is jointly owned with Stora, a large Swedish steel 
company; and the other, Rigby-Maryland, Ltd., lo- 
cated in England, is jointly owned with John Rigby 
& Sons, Ltd., an English wire drawing company. 


In September, 1967, we acquired Lucas-Mil- 
haupt, Inc., a producer of metal rings and stamp- 
ings headquartered in Cudahy, Wisconsin; and 
on December 29, 1967, the last business day of 
the year, we purchased Ipsenlab of Canada, Ltd. 
Ipsenlab is located in Toronto and is engaged in 
the heat treatment of both ferrous and non-ferrous 
metals on a custom basis, serving manufacturers 
mostly in the Greater Toronto area. 

We now have a total of seven wholly-owned 
subsidiaries and three jointly owned companies. 
In addition to those described above, the others 
include Handy & Harman of Canada, Ltd.; Handy 
& Harman Tube Co., Inc.; Orange Roller Bearing 
Co., Inc.; and Electric Thermometers, Inc., which 
is 50% jointly owned with Degussa of West Ger- 
many. 


Growth Through Internal Expansion 


Throughout the parent company and subsidiaries 
we are each year carrying forward carefully 
planned capital expenditure programs geared to 
our needs and the availability of internally gen- 
erated funds. During 1967 we re-invested about 
$2,600,000 throughout the parent company and 
subsidiaries in capital expansion and improve- 
ments, and we are budgeting a similar amount 
for 1968. These figures compare with capital ex- 
penditures of about $2,000,000 in 1966. An analy- 
sis of where our money was generated and how it 
was spent during 1967. appears on page 18 of this 
report. 

During the year we completed a major exten- 
sion of our main silver plant in Fairfield, Con- 
necticut, which has added 25% more manufactur- 
ing space at that location. We also built an addi- 
tion to our plant in Los Angeles, providing for 
expanded refining operations as well as some 
much needed warehousing facilities for improv- 


ing distribution on the West Coast of some of our 
non-precious metal products. 

The rest of our capital expenditures were for 
new equipment and processes, all designed to im- 
prove our product capabilities and to reduce 
costs. Because of our continuing program of ex- 
panding and renewing our plants and equipment 
by re-investing part of our earnings in our busi- 
ness, we are able to provide our people with the 
best available facilities for efficient and profitable 
operations. 


Research and Development 
Program Enlarged 


The amount allocated for research and develop- 
ment during 1967 set another new high. During 
the year we expanded our staff and invested in 
additional modern equipment, and we believe 
that our knowledge and facilities are fully up to 
the best available in the several industries in 
which we operate. 

A number of new products and processes were 
developed in all major areas of our business. One 


important development was a new process for 
molten metal atomization to produce alloy pow- 


ders, and a commercial installation embodying 
this process is nearing completion at our Fairfield 
location. Another was an improvement in the 
process for the recovery of gold from certain elec- 
tronic refining materials and we expect to gain a 
larger share. of the growing availability of this 
type of scrap. Also deserving of mention was the 
development of fine-grained white gold alloys, 
complementing the yellow gold alloys introduced 
last year, which provide our customers with better 
working qualities and fewer rejects. In addition, 
similar product and process developments took 
place in our subsidiaries as well as the parent 
company. 


In 1967, its centennial, an important event was marked by 
Handy & Harman when on May 22 its shares were listed on 
the New York Stock Exchange. At the start of trading, 

M.W. Townsend (right), President and Chairman, gave 
Keith Funston, President at that time of the New York Stock 
Exchange, a specially designed bimetal replica of the ticker 
symbol “HNH” assigned to the company. Shares of Handy & 
Harman were previously traded over-the-counter. 


Uncertainty in the Silver Market 
Affects Our Operations 


There have been few years in which the silver 
market has presented a more confused and unpre- 
dictable performance than the one just ended. 
Since July, when the Treasury stopped sales at 
the $1.29 price which had been in effect for nearly 
four years, the silver price has fluctuated violently 
and has reached record high levels. This condition 
has created difficulties for our customers as well 
as ourselves and has resulted in changes in order 
practices which in some instances have tempo- 
rarily had an adverse effect on the pattern of our 
shipments. | 

The impact of higher silver prices on our busi- 
ness is mixed, Obviously the increased cast of 
silver results in higher interest charges on the 
larger volume of borrowings needed to finance 
our operations. On the other hand, increases in 
the price of silver also increase the value of our 
silver inventories. Under the LIFO (last-in, first- 
out) method of accounting, which we use for the 
precious metal part of our business, inventories 
are carried at cost, and increases in market value 
are handled through a LIFO reserve rather than 
through the earnings statement. At December 31, 
1967, our LIFO reserve amounted to $26,570,000, 
compared to $9,768,000 at December 31, 1966, 
and represented a very substantial addition to the 
value of the assets of the company. 

Higher silver prices tend to create broader op- 
portunities for profitable recovery of silver from 
industrial scrap and refinings, and also emphasize 
the advantages to be obtained through the use of 
bimetals, which are combinations of metals rather 
than solid alloys and which restrict the use of 
silver to the specific point of need. These products 
are more profitable for us because of the larger 
amount of value added through fabrication com- 


pared to a solid alloy, and at the same time our 
customers can benefit from savings in metal costs 
many times greater than the extra fabrication 
charges involved. 

The paradox about silver is that the price has 
climbed to record high levels in the face of very 
large physical supplies. There is no shortage of 
silver for industrial uses, nor will there be a short- 
age in the future. The question will be entirely 
one of price. We are hopeful that greater stability 
at more reasonable price levels will be restored to 
the silver market during 1968, which would be 
extremely helpful to all industries using silver in 
their operations. 


Changes in Directors and Management 


Several changes in our Board of Directors and in 
management occurred during 1967. On April 27, 
1967 the Board elected Dr. William H. Newman 
as a director. Dr. Newman is a professor of busi- 
ness at Columbia University Graduate School of 
Business. In addition to his duties at Columbia, he 
is a director of Molecular Dielectrics, Inc., and is 
a member of several management and economic 
organizations, including the American Manage- 
ment Association. He is also the author of a num- 
ber of books and articles and is recognized world- 
wide as an authority on business organization and 
administration. We are very pleased to have ob- 
tained his services. 

On December 31, 1967, Thomas H. Gallagher 
retired after nearly forty years of valuable service 
with Handy & Harman. Mr. Gallagher had been 
a director of the parent company and Managing 
Director of our Canadian subsidiary. 

We report with sorrow the death, on October 
18, 1967 at the age of 84, of Gustav H. Niemeyer, 
director and Chairman of the Executive Com- 
mittee. Mr. Niemeyer’s career with Handy & 


Harman started in 1900, and throughout the past 
sixty-seven years he has had a significant influ- 
ence on the growth and development of our com- 
pany. He was elected President in 1938 which 
office he held until 1953. Thereafter he continued 
to contribute to the affairs of our company as a 
director and as Chairman of the Executive Com- 
mittee. He will be missed by our company and by 
the many industry and civic organizations which 
he actively served. 

At the meeting of the Board of Directors on 
April 27, 1967, Judson C. Travis announced his 
intention not to stand for re-election as Chairman 
of the Board, although he continues to serve as a 
director of the company. In recognition of his un- 
usual contribution, the Board voted to accord 
Mr. Travis the title of Honorary Chairman. M. W. 
Townsend was elected to the combined office of 
President and Chairman of the Board. 


Dividend Rate Increased 


During 1967 quarterly dividends at the rate of 
12%¢ a share were paid on the first day of March, 
June, September and December. In addition, an 
extra dividend of 10¢ a share was paid on Decem- 
ber 1, 1967, bringing total dividends for the year 
to 60¢ a share. The Board of Directors at its Janu- 
ary, 1968 meeting declared a quarterly dividend 
of 15¢ a share on the common stock of the com- 
pany payable March 1, 1968. 


Our Stock Listed on the 
New York Stock Exchange 


For some time we have been working to fulfill the 
requirements for listing our stock on the New 
York Stock Exchange, and it is doubly gratifying 
that we were able to accomplish this objective 
during our 100th Anniversary year. As a result of 


a successful secondary offering of our stock in 
February 1967, we obtained the necessary num- 
ber of shareholders, and on April 20, 1967 the 
Board of Governors of the Exchange approved 
our application for listing. Trading started on 
Monday, May 22, 1967, and the letters HNH, the 
symbol for Handy & Harman, appeared on the 
ticker tape as the first trade of the day. 


Another Record Year Foreseen 


The events of 1967 created many problems for 
us. We, like so many companies, had to adjust to 
the conditions brought about by the slackness in 
the economy in general. In our own case we had 
to deal with the additional problems of a violently 
fluctuating silver market and a prolonged strike 
at our major silver suppliers. We are, therefore, 
pleased that our earnings trend continued to show 
improvement. 

Our projections for 1968 indicate a further ad- 
vance in earnings, even though many of the prob- 
lems of 1967 persist along with new developments 
in 1968. The question of a tax increase is sti} being 
debated, and we are now faced with further un- 
certainties including the extent of the military 
build-up and the possibility of broader govern- 
ment controls. 

Nevertheless, in the absence of major unfore- 
seen developments in the coming months, we fully 
expect that 1968 will prove to be another record 
year for Handy & Harman. 


Leena te 


aban eae 


M. WILBUR TOWNSEND 
Chairman of the Board 
and President 


March 18, 1968 


The essential strengths of Handy & Harman’s 
operations today rest in the company’s broad range 
of services in specialized fields of metal processing. 
The pictures on the following pages represent 
Handy & Harman today-and symbolize our readiness 
to meet tomorrow’s challenge. 


(1) New heavy duty breakdown 
mill for initial rolling of bars from 
direct chill caster. (Fairfield Plant) 
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(2) Direct chill casting equipment 
has expanded our capacity for producing 
silver bars. It is capable of turning 
out twin 1,000 Ib. silver alloy bars 
simultaneously for further 
processing. (Fairfield Plant) 


(3) “Sandwich” stock for Kennedy 
half dollar prior to being rolled to coin 
thickness. (Fairfield Plant) 


(4) Handy & Harman’s BIMET (silver 
inlaid in a base metal) destined for 
sophisticated electrical and electronic 
applications. (Fairfield Plant) 


(5) Refining of precious metal scrap 
is an important part of our 
operations at Fairfield, as well as 
at Los Angeles and Toronto. 


(6) Enlarged grain structure of metal 
alloy is projected on metallograph, 
one of many quality control procedures 
carried on at Fairfield. 
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(7) Silver ready for shipment 
to leading silversmith for contemporary 
crafted tableware. (Fairfield Plant) 


(8) Gold is a metal which speaks for itself 
both in jewelry and in many demanding electronic 
instruments. Pictured here are some of the 
forms of karat gold which we produce. 
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(9) Pouring a melt of Easy-Flo brazing alloy 
at Handy & Harman of Canada. 


(10) Automotive parts are processed on conveyorized 
equipment at Ipsenlab in Toronto. 


(11) Orange Roller Bearings are found in such 
exotic applications as missile guidance systems, 
liquid oxygen valves, nuclear submarines— 
as well as in countless industrial uses like machine 
tools, trucks, pumps and ordnance vehicles. 


(12) Orange Roller Bearing Co.'s Metalsmiths Division 
makes specialized stainless steel processing belts 
for the plastics, rubber and photographic 
film industries. 

(13) Specialty wire from Maryland Specialty Wire, Inc. 
finds its way into products ranging from animal cages 
to diaper pins, from fishing leaders to aircraft 
components, from nails to heddles. 


(14) Maryland Specialty Wire’s Pennsylvania Wire 
Rope division fabricates cables like these 
for automotive parts: emergency brakes, 
automatic transmissions, tops for convertibles. 
Others shown include products for office copying 
machines and materials handling equipment. 


(15) High speed tool steel for drill bits is produced by 
Hi-Alloys, affiliate of Maryland Specialty Wire, Inc. 
Diameters range from .018’ to .895". 


(16) Typical sizes and shapes of stainless steel, nickel 
and carbon steel tubing from Handy & Harman Tube Co. 
Applications include hypodermic needles, electronic 
tube cathodes and aircraft instrumentation. 


(17) “Silent Sentry” with heart of platinum, made by Electric 
Thermometers, Inc., monitors temperature variations as close 
as .5°F.as in production reactors for synthetic polymers. 

(18) Metal rings and stampings are the specialty 
of Lucas-Milhaupt, Inc. These are typical. 


(18) 
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Handy & Harman and Subsidiaries 


Five Year Condensed Consolidated Summary of Operations 


(Expressed in Thousands) 


Percentage 
Increase 
1967 1966 or Decrease i965 1964 1963 
Sales of products and 
SETVICE TEVENUES .........e0000+e $182,519 $170,926 + #7 $142,898 $128,980 $112,083 
Cost of products and services .... 165,137 154,930 area ints 180,298 117,980 101,941 
Cross ELOle ecu catiivedipuduss 17,382 15,996 + 9 12,605 11,000 10,142 
Selling, general, and 
administrative expense ...... 8,108 (er Ab- cee : 7,068 6,639 6,346 
Interest on loans ..............csseceeees 2,391 2,042 + 17 997 813 595 
Other deductions (income)—net ( 21) rant At) —' 20 (0765) 38 73 
10,478 9,727 + 8 8,000 7,490 7,014 
6,904 6,269 +10 4,605 8,510 3,128 
Provision for United States and 
Canadian taxes on income.. = 3,257 2,817 + 16 SAI bye 1,677 L5/5 
Income from continuing { 
OPELAONS | esileesocsdescesdenns 3,647 8,452 + 6 2,488 1,833 1,553 
Loss from discontinued 
GPEFAUONS) is ac cuszeesucsssndeesscese 52 27 + 92 98 23 10 
Income before 
extraordinary charges .... 8,595 8,425 + 5 2,390 1,810 1,543 
Extraordinary charges ................ 132 - - —~ 626 “ 
INGE TNCOMEN Gas ec Vetvccivtvyseocy> $ 3,463 $ 3,425 + |] $ 2,390 $ 1,184 $ 1,548 
Per share of common stock: 
Income from continuing 
GRIETAUIOUS ny vootiassccsedesees $1.84 $1.78 $1.28 $.94 $.79 
Loss from discontinued 
OPETAUIONS \iccccacessedseovoaeee (.02) (.01) (.05) (.01) = 
Extraordinary charges ........ (.07) — a (.33) a 
Neti Income sili) .secsseeoseess $1.75 $1.77 $1.23 $.60 $.79 
Dividends declared ............ $ .60 $ .60 $ .50 $.50 $.44 


Amounts shown for the years 1963—1966 have been restated to give retroactive 
effect to the poolings of interests during 1967 with Lucas-Milhaupt, Inc. and 
Maryland Specialty Wire, Inc. 


Extraordinary charges relate to the loss (net of tax) on disposition of 
certain assets of discontinued divisions in 1967 and to the write-off of 
an intangible asset in 1964. 


Handy & Harman and Subsidiaries 


Consolidated Balance Sheet 


December 31, 


Assets 
1967 
Current assets: 
Cash ic iiiiiedeleuseiasecedbeveseetge pened co MUELIA ACA ELLs SONU RC as circa tae Mh etaa eeu maa $ 7,922,167 
Marketable securities—at cost and accrued interest ..........:::cccsssecceseseereeeeees 
Notes and accounts receivable (less allowance for 
doubtful: 1967—$210,481, 1966—$177,4183) ooo... scsescccssecseesneceeteceseeneees 22,431,094 
Metals due'from ‘customers! acs Naess eo icasaattoue peoccecdd te ac takea acon Le 339,312 
Inventories—at cost (Note 2) uaa) ee ae ae ees eee 36,352,814 
Prepaid expenses and Ceposits (.2.2.1,,cccscsnecded ues cstwobuctravosthaudndeb ineeyueuesibeumenbonseat 563,129 
Total currentsassets: 22s eeciie Vahey sce seek cnaceertanaie ge Ree et 67,608,516 
Investments in and advances to 50%-owned companies—at cost (Note 8) ........ 703,905 - 
Property, plant, and equipment—at cost (Note 4) ....c.cccecesscesssecesereeseeeseseneesuee 20,726,011 
Less accumulated depreciation and amortization (Note 4) ..........:ccecceeeee 8,662,748 
12,063,263 
Other assets (Note 1) pie eae apis ceed eae epee tl ey apace coin cose eee es Cece gia 333,148 
$80,708,832 


Liabilities and Shareholders’ Equity 


1966 


$ 5,892,626 
30,781 


15,187,017 
533,703 
35,052,185 
661,560 
57,357,872 


598,504 


_ 18,281,894 
7,794,022 
10,487,872 


99,426 
$68,543,674 


December 31, 


1967 
Current liabilities: 
Notes payable) Jisiiicc edited: oaelate ss tegeeiele Uae te ea eek OCCA Ever $48,525,000 
Current maturities of long-term debt (Note 5) .c.c..ccccccccecsessssssceeeesceseeeesers 100,801 
Liability: to/ customers (for metal i Vue aU ae nL abe Pa Re 94,516 
Accounts, payable? ye si Gael deite saeuaseg aan Rae et eae a ote SOP BD 4,481,899 
Accrued liabilities: 
Payrolls, smelter charges, and other expense..........:cssccesssessseeessevsseseseectss 814,625 
United States and Canadian taxes On iMCOME ........essssescessescessesececeasesencess 1,509,819 
Other FAKES secede thu sucn eke peeh atte e ce LUNG UepRea tun cae P SOAR nce ne le cae 417,054 
Total) current: liabilities ui Bas cinic Wucctteaked neti a iets detcceiaet 55,943,714 
Long-term debt, less instalments due within one year (Note 5) ....ccccceceeseeeeeees 971,729 
Commitments and contingent liabilities (Note 6) .......ccccccsscsseccssessssessseeseeceneeees 
Shareholders’ equity: 
Common stock—3,000,000 shares of par value $1 authorized; 
issued: 1967—1,997,700 shares, 1966—1,945,208 shares (Note 7) .......... 1,997,700 
Capital’ surplus’, iio) Un iol Uru eA en eet oe 8,628,954 
Retained searviin gs)’ iiss hes eas elec Casals pete pallad Meas Sie pe Sea EE 18,693,988 
24,820,642 
Deduct treasury stock: 1967—19,871 shares, 1966—20,991 shares, at cost. 527,253 
Total shareholders’ ‘equity nin wana duh adhe nears meena 23,793,389 
$80,708,832 


1966 


$29,337,500 
87,000 
11,762,798 
3,091,553 


945,901 
1,418,204 
393,478 
47,036,434 


1,130,818 


1,945,208 
2,561,320 
16,209,674 
20,716,202 
339,780 
20,376,422 


~ $68,543,674 


Handy & Harman and Subsidiaries 


Consolidated Statement of Income 
Year Ended December 31, 


1967 
SPIES OE PYGANCHS ANIC SERVICE TEVENUCS vccken..tsnsseiveesencessyoscssshensesse ueedoccceessasesleasies $182,518,818 
SOR STON Satya AU SET Ve ICS cs Gh Le Ree le EE A CL 165,186,574 
Case apn gar Gouls O A S eR AA A ois Se lg Oe ae Tc POR ae UO 17,382,244 
Selling, general, and administrative expense ..........ccccscceesssecceccecsescesceseceseeasccaes 8,108,166 
9,274,078 
Other deductions (income) : 
PCIE TSE CHG AN Ga ot LSE Saad OE ce SiR Me ee dF Were Ae 2,391,344 
Ea RPE ® ei Ted ot pela AES (AUN UD ol COLLIE UD PCR Oe PSO LeU ev 7 a TR A (21,290) 
2,370,054 
6,904,024 
Provision for United States and 
CeCe AK CS NOM UATIGCOMIE 2 est es laserds sane Mbetanseibuadediovee coved dedeoeh ddeedevassabeest ‘3,257,000 
Income {roms CONNIE OPELALIONS Js.i,)sccas..oussiseddsearesecsescedecedcccessnenseoeces 3,647,024 
Loss from discontinued operations, less related Federal income tax effect: 
1967—$47,500, 1966—$83,400 (Note 8) .......ccecccssccsseesssecessesssescceneecenecess 51,565 
Income before extraordinary Charge..:.5.c.scccsosvcsac¢iesnccvececeseascdsnvsoabesvedas 3,595,459 
Extraordinary charge, net of Federal 
BICRIINS Rt 4 ORI) IN OLE, 'D)) tees skuecs Xo radsodesnscecicas shi vcan dpondedoswesdsbseobtocdovs 132,174 
POR IMC ETMe LOE eV GATIAt h ctabs al ngeeied lst tic es chceag sevacoswerbcdivustodseoeonseesots $ 3,463,285 
Per share of common stock (Note 11): 
TREONIE tVOHI COMMMUING | OPETALONS  .1:.ccc5 searches sdeeniedncotsassyadglivesatisueseboceerse $ 1.84 
NGS ALANA SCORN UE ODCLATIONS | cJ.cscuceeehucs onpos echdvraxesocsnecovoassserey abodes spactescs (.02) 
PM MEpeOnetma rey CHATS Os MEE OL TAK sh .ccspeldcsssaces raciod cia dupes accguecsnsesnadssuavesenoceoes (.07) 
PME PC CMIES Pest. F UR Re Pet stele, RC, Ucoatttaueaescvanset dedpsosudsaamsasscdedasasdudeacuacne $1.75 


Consolidated Statement of Shareholders’ Equity 


Year Ended December 31, 1967 
$1 ParValue 


Common 
Stock 
Balance, January 1, 1967: 
As previously reported ...... $1,608,520 
Add amounts applicable to 
companies acquired in 


poolings of interests ............ 336,688 


1,945,208 


Net income for the-year ............ 
Net income of pooled companies 
excluded from consolidated 
statement of income 
PUBS TT Uidua tcheysracblisbevaae en 
Cash dividends on common 
stock—$.60 per share .......... 
Cash dividends paid by 
Maryland Specialty Wire, 
Inc., prior to pooling .......... 
Sale of common stock in public 
MEM PR etistecN ss cdllstont 50,992 
Stock options exercised .............. 
Common stock purchased for 
RECAST Yup Uselesallsseucessbestasdt tice 


Treasury Stock 


Capital Retained 
Surplus Earnings 
$2,169,749 $13,841,893 
391,571 2,367,781 
2,561,320 16,209,674 
8,463,285 
115,618 
(1,059,461) 
(85,123) 
1,046,728 
20,906 
$3,628,954 $18,693,988 19,871 


NTT Suc TALIY Ca ta aparece ab PIL TE Bl 2 HL OP a TH NATE EES 
Changes in shareholders’ equity during 1966 were: preferred stock redemption ($152,700); exercise of stock options 


1966 
$170,925,779 


154,929,501 


15,996,278 
7,712,202 


8,284,076 


2,042,026 
(26,611) 


2,015,415 


6,268,661 


2,817,000 


3,451,661 


26,893 


3,424,768 


$ 3,424,768 


$ 1.78 
(.01) 


$ 1.77 


Total Share- 
holders’ 
Equity 


($303,635) $17,316,527 


Shares Cost 
18,320 
2.671 (36,145) 
20,991 (339,780) 
(38,320) 577,385 
32,200 (764,858 ) 


3,059,895 
20,376,422 
3,463,285 


115,618 


(1,059,461) 


(35,123) 


1,675,105 
22,406 


(764,858) 


resulting in credits to common stock of $1,800 and capital surplus $25,088; increase in retained earnings of $1,912,198 
(net income $2,874,808 less preferred and common dividends paid, $1,909 and $960,701, respectively; and 12,172 shares 


of treasury stock acquired at a cost of $216,596). 
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Handy & Harman and Subsidiaries 


Source and Use of Working Capital 
Year Ended December 31, 1967 


Working capital'January Ly LOG Mien lite ct eset bnataseobelen noes Grats se poeste tee aenaaite $10,321,438 
Source: 
Net income for thé year oA Os aes ee erica ge none cana ae Pais $ 3,463,285 
Depreciation: ier ase eae A aN aa puna ee coe cern ante at daphne Reet 1,058,826 
Net income of pooled companies for 
short period credited to retained CarningS ............c..ssccssecesersseseeeeeeeneeeensonses 115,613 
Sale of commonstock ee REA TT MN Ue Rr a 1,697,511 6,335,235 
Use: 
Fixed) assets acquired met pic... u i idiusenlearesdupcvedl cet encenvemsceteoutespausatesceaaes pulse 2,577,817 
Repayments on long-term) debt cia eG edad gate yad aan cneieaan 198,159 
Dividends ‘paid eco S ee Ruan ese Rete hate ceed comer ta ee Aue 1,094,584 
Purchase.of treasury stock) eo e eAn OLN  Peielva erat et aa 764,858 
Investments and (other yiie Us 0 ee Caen FEU UIA Magee he a PU 856,453 4,991,871 
Net: Mmerease yy ee aa IS UI La eB 1,343,364 
Working capital, December 31, 1967 .0..........ssssssssnccsseccnereceeseecssssoonees $11,664,802 


Notes to Financial Statements 


Note 1—Principles of consolidation 


The consolidated financial statements include the ac- 
counts of all wholly owned subsidiaries. The accounts of 
the Canadian subsidiaries were translated at appropriate 
rates of exchange. All significant intercompany items have 
been eliminated. 

Lucas-Milhaupt, Inc. and Maryland Specialty Wire, Inc. 
were acquired during 1967 in exchange for 336,688 shares 
of the Company’s common stock. These transactions have 
been accounted for as poolings of interests and, accord- 
ingly, the financial statements for 1966 have been retro- 
actively restated. The results of operations of Lucas- 
Milhaupt, Inc. are for its fiscal year ended October 81. 
The results of operations of Maryland Specialty Wire, Inc., 
which operated on the basis of a 52/58 week fiscal year 
ending approximately May 31, have been recast to reflect 
operations for the 12-month periods ended approximately 
November 30 in each year. Net income of pooled com- 
panies for the short periods ended December 31, 1967 
have been credited directly to retained earnings. Effective 
January 1, 1968 the pooled companies will operate on a 
calendar year basis. 

On December 29, 1967 the Company’s Canadian sub- 
sidiary acquired for cash all the outstanding shares of 
Ipsenlab of Canada, Ltd. This transaction has been ac- 
counted for as a purchase and, accordingly, the results of 
operations of this newly acquired subsidiary are not in- 
cluded in the accompanying consolidated financial state- 
ments. The excess of cost of investment in Ipsenlab over 
net assets as shown by its books is included in other assets 
in the amount of $202,655 at December 31, 1967. Until 
completion of an appraisal, the portion of such excess al- 
locable to tangible assets is not determinable, 


Former shareholders of companies acquired in pooling 
of interests transactions have warranted and represented 
that they will reimburse the Company for any undisclosed 
liabilities, and have placed 71,325 shares of the Com- 
pany’s common stock in escrow to secure such warranties 
and representations. 


Note 2—Inventories 


December 81, 
1967 1966 

Precious metals and precious 

metal content of alloys and 

of products in various stages 

Of maniutacture sone $29,805,191 $29,345,697 
Base metals, factory supplies, 

and raw material .............4... 2,598,684 2,324,930 
Domestic subsidiaries: 

Finished goods ..........cc000000 1,623,851 1,586,419 

Work in process .........:.scess00 1,482,534 1,206,857 

Preforms en ey en 892,554 638,282 


$86,352,814 $35,052,185 


Precious metal inventories in the amount of $28,470,656 
at December 31, 1967, and $28,026,808 at December 31, 
1966, are stated at cost as determined under the last-in, 
first-out method. The value of such inventories, princi- 
pally silver, based on market quotations at these dates 
($2.10 per ounce in 1967 and $1.293 in 1966) was 
$26,570,500 and $9,768,311, respectively, in excess of 
stated value. Other inventories are stated at cost or mar- 
ket, whichever is lower. It is not practicable to classify 
inventories of precious metals or preforms as to stage of 
completion. 


Handy & Harman and Subsidiaries 


Note 8—50%-owned companies 


Investments in and advances to 50%-owned companies 
exceeded the Company’s equity therein by approximately 
$207,000 at December 31, 1967. 


Note 4—Property, plant, and equipment 
Property, plant, and equipment comprised the following: 


1967 1966 

IL raya | pattie ey eae a eaicd, Pa $ 528,565 $ 526,187 
Bilelinics tre peters wer. s ones 7,116,530 5,721,457 
Machinery and equipment .. 11,492,564 9,942,717 
Furniture and fixtures .......... 791,382 759,457 
FATILOMODIUNES Reseseclascchesecnschsteens 164,902 146,696 
Improvements to leased 

MOROPCUU Yara sors secs-ccteconssteostes 247,632 244,769 
Construction in progress ...... 384,436 940,611 


$20,726,011 $18,281,894 


Depreciation for 1967 and 1966 was $1,058,826 and 
$945,782, respectively. The Company and its bearing and 
tubing subsidiaries provide for depreciation on the 
straight-line method, except that major factory equipment 
of the bearing subsidiary acquired prior to December 31, 
1965 is depreciated on the sum-of-the-years digits basis. 
Other subsidiaries compute depreriation principally on the 
sum-of-the-years digits and declining-balance bases. 


Note 5—Long-term debt 


1967 1966 
Mortgage loans: 
5%%, payable in quarterly 
instalments of $9,375, 
balance due 1969 ................ $ 248,750 $ 281,250 
5%%—6%%, payable in 
varying amounts to 1969 .... 47,500 187,125 


5%4%, payable in monthly 

instalments of $1,302 

including interest, due 1973 69,159 82,493 
5%% chattel mortgage, 

payable in annual instal- 

ments of $6,912, due 1971.. 22,021 

Other long-term notes: 

5%, payable in annual 

instalments of $27,350, 

balance due in 1978............ 174,100 201,450 
6% notes due in 1970 .......... 85,500 
5%9%, payable in annual 

instalments of $40,000 com- 

mencing 1968, balance due 

OO erent sehsiesiechsetasessaiss 480,000 480,000 
Non-interest-bearing note, 

payable in annual instalments 

of $12,000 to 1970........... 36,000 


1,072,530 1,217,818 


Less instalments due within 
ODEMVCAT sschariccsrsers te cavsvcdsvies 100,801 87,000 


$ 971,729 $1,130,818 


Note 6—Commitments and contingent liabilities 


The Company is lessee under one lease expiring in 1981 
with an annual rental of $33,000 and under another ex- 
piring in 1982 with a current annual rental of $203,000 
($33,000 annual rents recoverable under a sublease expir- 
ing in 1971). 

Commitments at December 31, 1967 for additional 
plant and equipment were approximately $605,000. 


Note 7—Stock options 


At December 31, 1967, 96,700 shares of common stock 
were reserved for issuance under the 1965 Stock Option 
Plan. Options for 46,700 shares at $14.94 per share 
granted in 1965, and for 5,000 shares at $25.50 per share 
granted in 1967, were outstanding at December 31, 1967, 
of which 26,700 were exercisable at that date. Options 
for 1,500 shares at $14.94 per share were exercised during 
1967. The excess of proceeds over the par value of such 
shares sold was credited to capital surplus. 


Note 8—Loss from discontinued operations 


Results of operations discontinued as of June 3, 1967 
are summarized as follows: 


1967 1966 
PN GEIS e les Brecescecsc setae exessastore ta stacscons $283,043 $522,604 
Costs and expenses «...........c00cee00 882,108 632,897 


(99,065) (110,293) 
Tax effect, including in 1966 net 


operating loss and investment 
credit carry forward ............... 47,500 83,400 


TOSSA eee nace ($ 51,565) ($ 26,893) 


Note 9—Extraordinary charge 

The operations of two divisions of Maryland Specialty 
Wire, Inc. were discontinued in 1967, prior to pooling. 
Certain assets, principally inventories and property, plant, 
and equipment, were sold at a loss of $132,174 (net of 
$94,600 tax benefit). 


Note 10—Retirement plans 
The Company and certain of its subsidiaries have non- 


‘contributory retirement plans for the benefit of their em- 


ployees, Charges to operations for the years 1967 and 1966 
were $871,568 and $771,386, respectively, which amounts 
include amortization of past service cost over a period of 
approximately 30 years from the inception of the respec- 
tive plans. The Company’s policy is to fund pension costs 
accrued. 


Note 11—Earnings per share of common stock 


Based on the average number of shares outstanding dur- 
ing each year adjusted retroactively to include 336,688 
shares issued in connection with pooling of interests trans- 
actions described in Note 1. Potential dilution of earnings 
per share of common stock, assuming exercise of all out- 
standing stock options, is not material. 
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Opinion of Independent Accountants 


HURDMAN AND CRANSTOUN 140 Broadway 
Certified Public Accountants New York, N.Y. 10005 


To Directors and Shareholders of Handy & Harman 


We have examined the consolidated balance sheet of Handy & Harman and its subsidiaries as of December 31, 1967, 
the related consolidated statements of income and of shareholders’ equity, and the statement of source and use of 
working capital for the year then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 

In our opinion, the financial statements identified above present fairly the financial position of Handy & Harman and 
its subsidiaries consolidated at December 31, 1967, the results of its consolidated operations, and the changes in 
shareholders’ equity and in working capital for the year then ended, in conformity with generally accepted accounting 


principles applied on a basis consistent with that of the preceding year. 


Certified Public Accountants 
February 8, 1968 
Products & Services 
PRODUCTS 
Easy-Flo, Sil-Fos and other “Special Refined” Grain Silver Precision Roller and 
Silver Brazing Alloys Gold snd silverware Needle Bearings and Bushings 
Rolled Sterling Silver Dental Golds Specialized Stainless Steel Products 
Karat Golds and Gold Solders Preforms, Rings and Metal Stampings Stainless Steel SpecialtyWire and Wire Rope 
Silver Contact Alloys Gold Bars Silver Bars Platinum Thermocouple Wire and 
Bimetals and Trimetals Piaein Metals Platinum Resistance Thermometer Sensors 
Brazing Powders and Pastes Silver Sintered avictals 
Handy Flux Handy Silver Solders tee eS 
Handy Hi-Temp Brazing Alloys Solder Flushed Silver Alloys Refining Scale i all forms of 
F : f waste materials and scrap 
is Re and Flakes Be aes pee aes containing precious metals 
mall Diameter, Precision-Drawn Stainless, ‘ ‘ 
999 “Plus” Fine Silver Anodes Carbon Steel and Nickel Alloy Tubing ee eee MIRE AUTEN ROSES CE SLS 


Offices, Plants, Subsidiaries 


EXECUTIVE AND HANDY & HARMAN TUBE CO., INC. IN CANADA: 
ea pela Norristown, Pa. HANDY & HARMAN OF CANADA, LTD. 
BO ey Sane ORANGE ROLLER BEARING CO., INC. Toronto,Ont. 
New York, N.Y. 10022 O 
range, N.J. SALES OFFICE 

ue PLANT METALSMITHS DIVISION Montreal, Quebec 

airfield, Conn. Orange, N.J. IPSENLAB OF CANADA, LTD. 
BRANCH PLANTS MARYLAND SPECIALTY WIRE, INC. Toronto, Ont. 
Me he Ae Cockeysville, Md. 

os Angeles, Calif. HI-ALLOYS, INC. IN ENGLAND: 
SALES AND SERVICE BRANCHES _— (owned jointly with Stora of Sweden) AG Ee (STAINLESS) LED. 
East Providence, R.I. Cockeysville, Md. (owned jointly with John Rigby 
re ae ? PENNSYLVANIA WIRE ROPE CORP. pe ee Ltd.) kshi 

ew York, N.Y. Williamsport, Pa. eckheaton, Yorkshire 
eae Aine: LUCAS-MILHAUPT, INC. 

ew York, N.Y. Cudahy, Wisc. 
Cleveland, Ohio 2 
Dallas. Tee ELECTRIC THERMOMETERS, INC. 
Detroit, Mich. (owned jointly with Degussa, West Germany) 
Los Angeles, Calif. Norwalk, Conn. 


Handy & Harman 
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